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THE CHALLENGE OF COLLEGE
AFFORDABILITY: THE STUDENT LENS

TUESDAY, APRIL 16, 2013

U.S. SENATE,
COMMITTEE ON HEALTH, EDUCATION, LABOR, AND PENSIONS,
Washington, DC.

The committee met, pursuant to notice, at 10:02 a.m., in room
SD—-430, Dirksen Senate Office Building, Hon. Tom Harkin, chair-
man of the committee, presiding.

Present: Senators Harkin, Alexander, Baldwin, Murphy,
Franken, Murray, and Whitehouse.

OPENING STATEMENT OF SENATOR HARKIN

The CHAIRMAN. The Senate Committee on Health, Education,
Labor, and Pensions will come to order. A little over a year ago,
this committee launched a series of hearings to examine the chal-
lenge of college affordability. So far we've held three hearings.
We've heard from the administration, from both traditional and on-
line universities and community colleges, from State officials, high-
er education associations, think tanks and researchers, among oth-
ers.

Today, in our fourth and final hearing in this series, we’ll exam-
ine this issue through the lens of students. We'll listen to their
voices, their experiences, and their ideas. Since our last hearing in
September, we have continued to be reminded of the enormous dif-
ficulties that students from lower income families face in their ef-
forts to get a college education. In the fall, new data showed that
two-thirds of college seniors who graduated in 2011 had an average
student loan debt of $26,600, which was a 5 percent increase from
the previous graduating class.

This continuous upward trend has persisted despite the tripling
of Federal grant aid and constant dollars over the past decade.
Last month, a report by the State Higher Education Executive Offi-
cers warned that public higher education, which educates 70 per-
cent of the students in this country, is about to cross an historic
threshold. For the first time ever, students will pay a higher per-
centage of operating costs of public universities than State govern-
ments.

In 2012, net tuition revenue made up 47 percent of public col-
leges’ educational costs. By comparison, in 2001, tuition was 29
percent of the costs. We've learned that first student spending from
State and local sources fell to less than $5,900 in 2012, a 9 percent
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decrease just from the year before, and a quarter century low for
the third consecutive year.

The implications for affordability of this cost shifting is obvious:
As States continue retrenching from their historic responsibility as
primary supporters of public higher education, students and their
families are asked to shoulder an ever-growing burden of cost. And
where do they go for that? They go to loans and Pell grants, of
course.

Finally, I recently came across these shocking statistics: Stu-
dents from wealthy families are seven times as likely to have
earned a bachelor’s degree by age 24 than those from poor families.
And this disparity has grown over the last 40 years. Between 1970
and 2010, the proportion of 24-year-olds with a bachelor’s degree
who came from the lowest quartile of family income grew from 6
percent to 10 percent over 40 years, while in the wealthiest quar-
tile the proportion grew from 40 percent to 71 percent.

In addition, when one takes academic preparation into consider-
ation, the disparity is even more striking: A high-achieving student
of limited means has the same chance of attending college as a low-
achieving student from a more advantaged background. At the low-
est achievement level, a wealthy student is about twice as likely to
attend college as his low-income peer.

It is estimated that over the past decade, 4.4 million college
qualified low-income high school graduates did not attend 4-year
colleges, and an additional 2 million did not attend colleges at all.
What this tells me is that something needs to change and urgently
if we want America’s higher education system to be an engine of
equal opportunity and not a system that perpetuates and actually
broadens inequality.

There is no bigger economic or educational failure than having
a committed and prepared student who has to forego a postsec-
ondary education because it’s just too expensive. The upcoming re-
authorization of the Higher Education Act will be an historic oppor-
tunity to get a handle on runaway costs, stop the shifting of costs
onto students, and get our higher education back on track. And
we’ll continue to hold hearings on these issues as we move forward.

I might just add, parenthetically, that one of the most important
priorities right now in the next couple of months is to maintain the
affordability of college loans. As you know, they are set to double
from 3.4 to 6.8 percent again in June, as they were last year. We
kept it low for a year, and we’re doing everything we can to try to
keep it low, down at 3.4 percent. The President’s budget prevents
that from doubling, and there are other proposals. But, again, this
is something that we cannot afford to do, to let that double at this
point in time.

I'm looking forward to hearing from our students. I read your
testimonies last night. They’re all very good. And with that, I invite
Senator Alexander for any opening remarks.

OPENING STATEMENT OF SENATOR ALEXANDER

Senator ALEXANDER. Thanks, Mr. Chairman, and welcome to the
witnesses today. I thank the chairman for his leadership on this
issue. This is, as he said, the fourth hearing.
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Why is the cost of college going up? Insofar as public colleges and
universities, which is where three out of four students attend, the
first reason is the cost of Federal Medicaid mandates. The man-
dates force States to spend money on Medicaid that they would
otherwise spend on public higher education. As a result, tuitions go
up to make up the difference.

For example, in the 1980s in Tennessee when I was the Gov-
ernor, Medicaid took 8 percent of the State budget. Today, it’'s 26
percent of the State budget, soaking up money that could be used
to reduce tuitions. Senator Harkin is correct. There has been a dra-
matic change in State support for public higher education.

In the 1980s in Tennessee, the State paid 70 percent of the cost
of your going to a public college or university. Today, it pays 30
percent, and the student pays 70 percent. So the first reason is be-
cause of Federal Medicaid mandates.

The second reason is because of the inefficient use of campus fa-
cilities. The former president of George Washington University said
that simply requiring one mandatory summer session for every stu-
dent in 4 years, as Dartmouth does, would improve his institution’s
bottom line by $10 million to $15 million a year. You could run two
complete colleges, he said, with two complete faculties in the facili-
ties now used half the year for one. Those savings could be used
to reduce the cost of going to a college and to improve the quality
of the college.

To save money and reduce costs, some colleges are experimenting
with 3-year degrees for appropriate students, and some States, like
Tennessee, are allocating funds to colleges that do a better job of
helping students graduate in 4 years. Obviously, you save money
if you go and complete your work in 4 years instead of 5 or 6.

The third reason college costs are so much is because of an ab-
surd barrage of well-intentioned Federal regulations. The Stanford
University president said complying with them consumed 7 percent
of his budget. I voted against the last Higher Education Act be-
cause it authorized a new stack of regulations as tall as I am, and
the existing stack was already that tall. Senators Mikulski, Burr,
Bennet and I, with Chairman Harkin’s encouragement, are going
to go to work on this.

The fourth reason college costs so much could be the huge
amount of Federal money which follows students to the college of
their choosing. The average Pell grant today, about $3,600, exceeds
the cost of tuition at the average community college, $3,100. The
average Federal undergraduate student loan is about $2,000 less
than tuition at the average 4-year public university.

These loans have become easy money. An undergraduate student
who is still classified as a dependent on his or her parents’ tax re-
turns can borrow up to $31,000 in Federal loans at either the 6.8
percent interest rate on unsubsidized loans or the 3.4 percent rate
on subsidized loans. The President has recommended—and I agree
with his thinking—that we consider a form of variable rates so stu-
dents can take advantage of the lower rates, for example, that exist
today.

If a student is independent from their parents, he or she can bor-
row up to $57,500 in Federal loans to pay for college. Some private
banks will offer loans to students at rates between 5.75 and 13 per-
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cent. These loans may be easy to get, but they are hard to pay
back. Many Americans find themselves unable to pay the loans
back, and taxpayers find themselves holding worthless notes.

Taxpayers as well as students have something at stake here.
These grants and loans cost taxpayers quite a bit of money or add
quite a bit to the Federal debt. Pell grants were $33 billion last
year. There were $105 billion in new Federal loans last year, all
provided by the Federal taxpayer. The total of Federal student
loans is approaching $1 trillion. About half our students at our
6,000 institutions have either a Federal grant or a Federal loan to
help pay for college.

I'd like to see Congress address all four of these contributors to
the rising cost of college as well as look at ways we can help stu-
dents make better decisions about how much money to borrow
when they feel the need to borrow.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Alexander. Now, we’ll turn
to our introductions, and, first, I'll invite Senator Murphy to intro-
duce our first witness.

STATEMENT OF SENATOR MURPHY

Senator MURPHY. Thank you very much, Mr. Chairman. I'm so
pleased to have with us today Ethan Senack. Ethan is a native of
Torrington, CT, and a graduate of the University of Connecticut,
where he studied political science and sociology. He is currently an
advocate for students as the Higher Education Associate for U.S.
PIRG.

But when he was at the University of Connecticut, he was a true
leader in bringing together student body presidents from across the
State as well as students from all of our private and public univer-
sities to lobby at the State capitol on behalf of student aid issues
and support for public universities. He was a real leader among
students of all political persuasions in Connecticut’s legislature and
in our higher education system, and we are pleased to have him
here this morning.

The CHAIRMAN. Thank you very much. I'll turn to Senator Alex-
ander for purposes of an introduction.

Senator ALEXANDER. Thanks, Mr. Chairman. I'm pleased to in-
troduce Derrica Donelson, a student at Lipscomb College in Nash-
ville. She’s 23. She was born in Nashville, raised by a single work-
ing mother, and attended Martin Luther King Magnet School. She
is scheduled to graduate in August with both a bachelor’s and a
master’s degree in accounting. She is active in her community.

We look forward to hearing from her about the informed choices
that she made as she selected among colleges. She didn’t go to the
least expensive college she could have gone to. She made a decision
about where she wanted to go, and she’s been successful. I look for-
ward to her testimony.

The CHAIRMAN. Thank you.

Senator Baldwin.
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STATEMENT OF SENATOR BALDWIN

Senator BALDWIN. Thank you, Mr. Chairman. It’s my honor to in-
troduce Dr. Sara Goldrick-Rab, an Associate Professor of Edu-
cational Policy Studies and Sociology at the University of Wis-
consin-Madison. Dr. Goldrick-Rab traveled to Washington, DC,
today with her grandfather, Isaac Youcha. Mr. Youcha enlisted to
serve his country in June 1949. When the war ended, Mr. Youcha
attended New York University on the GI bill, graduating in 1950
as the first person in his family to earn a college degree.

As T think Dr. Goldrick-Rab will testify later this morning, her
grandfather’s pursuit of the American dream, access to a quality
higher education, forever changed their entire family. I can only
imagine how proud Mr. Youcha is today to be here and watch his
granddaughter testify before our Senate committee, and with good
reason. We're incredibly lucky to have her join us today.

Dr. Goldrick-Rab is an affiliate of the La Follette School of Public
Affairs, the Center on Financial Security, the Institute for Re-
search on Poverty, and she serves as a senior scholar at the Wis-
consin Center for the Advancement of Post-Secondary Education.
As a scholar, activist, and sociologist with a deep commitment to
bringing research into policy and practice, Dr. Goldrick-Rab’s re-
search explores policy aimed at reducing socioeconomic and racial
inequalities.

She currently holds the William T. Grant Faculty Scholar Award,
a 5-year grant facilitating her work on a project titled “Rethinking
College Choice in America,” and is co-author of Putting Poor People
to Work: How the Work First Idea Eroded College Access for the
Poor, which was a finalist for the C. Wright Mills Award. Her re-
search has been published in numerous journals and has received
support from several foundations. Dr. Goldrick-Rab holds a Ph.D.
in sociology from the University of Pennsylvania, and we are de-
lighted to have her on our panel today.

The CHAIRMAN. Thank you very much, Senator Baldwin.

Senator Mikulski also chairs another committee, a very impor-
tant committee on appropriations, which she has to attend to this
morning. So in her place, I will introduce Vivica Brooks, a Wash-
ington, DC, native, a senior at Bowie State University in Maryland,
majoring in business with a concentration in marketing. Ms.
Brooks has been a recipient of the Federal Pell grant and loans as
well as scholarships. She is a mother and an active commuter stu-
dent and student athlete. She resides in Bowie, MD, with her
mother and son.

Welcome, Ms. Brooks.

Your statements will all be made a part of the record in their en-
tirety. I would ask if you could sum up your statements in 5 min-
utes or so, we would appreciate it. And we’ll go from left to right,
and then when we finish, we’ll open for questions.

Mr. Senack, welcome and please proceed.
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STATEMENT OF ETHAN SENACK, HIGHER EDUCATION ASSO-
CIATE, U.S. PUBLIC INTEREST RESEARCH GROUP, WASH-
INGTON, DC

Mr. SENACK. Thank you, Chairman Harkin, Ranking Member
Alexander, and Senator Murphy for the introduction, as well as all
the distinguished Senators here today. My name is Ethan Senack.
I'm the Higher Education Associate for the U.S. Public Interest Re-
search Group. U.S. PIRG is a federation of State-based consumer
groups, including 75 campus chapters in 20 States across the coun-
try. On behalf of those students, our project works to promote af-
fordable and accessible higher education.

Less than a year ago, I was a student at the University of Con-
necticut. I thought 1 was destined for Husky basketball, but I
ended up working with the student PIRG chapter on higher edu-
cation at UConn instead. Add in that I'm a recent graduate, and
college affordability is a very important and relevant topic to me.

As Chairman Harkin said before, with two-thirds of my col-
leagues graduating with an average of $26,000 in debt, there’s no
question that the cost of higher education is a major issue for my
generation. On April 25th, we’ll note the first anniversary of our
Nation hitting over $1 trillion in collective student loan debt. At
the same time, States are spending an average of 28 percent less
per student on higher education. While State investments have
plunged, tuition has skyrocketed, causing students to rely more
heavily on loans.

Congress has taken serious steps to improve college affordability,
raising the maximum Pell grant, maintaining low interest rates on
student loans, and instituting mandatory loan counseling. But
there is more work we can do to improve the system.

Financial aid certainly played a major role in my decision to go
to the University of Connecticut. Never having had debt, it was
really hard to understand the repercussions of taking on $28,000
or $40,000 or $60,000 in debt. And I'm not alone in that. Over 76
percent of students express a desire for better training in personal
finance before college.

The financial aid shopping sheet, just one example of the Depart-
ment of Education’s efforts to improve financial literacy, is a great
positive step forward. Right now, there is no standardized system
for communicating financial aid offers, which can lead to issues for
students. Some students feel they are led into higher levels of debt
than necessary. Whether the package offers low costs but rec-
ommends large loans, or even just that loans are often listed under
the award section, the fact remains that an already complicated
process is made even more difficult.

Senator Franken introduced the bipartisan Understanding the
True Cost of College Act last year, which required colleges to con-
form their award letters to a standardized system. Just as impor-
tant was the consumer testing to improve the shopping sheet’s abil-
ity to present and communicate this data clearly.

Once a student has signed the dotted line, it’s critical to keep
them aware of their options. Senator Harkin recently introduced
the Smarter Borrowing Act to improve loan counseling require-
ments on Federal student loans, including annual notification of
cumulative debt and remaining eligibility for loans and grants.
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Steps like these help students make the right financial decisions.
Once students are at college and getting their degree for the right
price, the next concern is that their debt stays low and is affordable
in repayment.

First and foremost, Pell grants are the cornerstone of the finan-
cial aid system, supporting over one-third of all college students
across the country. Unfortunately, the program’s impact is slowly
eroding, covering the smallest portion of tuition costs in history,
and cuts over the past few years have squeezed over 140,000 stu-
dents out of the program.

Students need a strong investment in grant aid. It’s far better
than loans and better targeted to those who need it. For those who
do need loans, low interest rates are key to affordability. With the
support of many of you, Congress passed a 1-year extension of the
low interest rate last year. But that runs out in a few months, rais-
ing costs by over $1,000 for more than 7 million students across the
country.

I recognize the need for long-term reform, but it’s just as critical
to make sure interest rates don’t double on students this July.
With only 2 months before the deadline, I urge Congress to extend
the low rate and give us the time to work out a comprehensive stu-
dent-friendly policy.

Income-based repayment could also use improvement. As a safety
net to help struggling borrowers avoid default, far too few dis-
tressed borrowers are participating. There are only 1.1 million stu-
dents enrolled in IBR, but there are 5.4 million students currently
late on their payments. Congress should simplify the process and
ease transition into IBR, as well as improving emphasis on such
fall-back programs in loan counseling.

All of these changes will require strong political will. But I'm
confident we can get there. I saw Congress and the President rise
above political gridlock last year to keep student loan interest rates
low. I'm seeing significant change on the college level. Over 600 col-
leges have voluntarily joined the movement to make their costs
transparent. And students at colleges across the country are gear-
ing up to make their voices heard on interest rates once more.

Thank you, all of you, for your time, and I look forward to your
questions.

[The prepared statement of Mr. Senack follows:]

PREPARED STATEMENT OF ETHAN SENACK

SUMMARY
BACKGROUND

College costs are rising. The national recession has led to weak State economies,
which in turn have squeezed college budgets. While State investments in higher
education have plunged, tuition costs have skyrocketed. In line with that, student
loan debt has grown enormously. On April 25th, we’ll note the first anniversary of
when the country’s collective student loan debt hit $1 trillion.

RECOMMENDATIONS

Improve Potential Students’ Knowledge and Understanding: One of the most com-
plicated decisions for students and families to make is where to go for college. Mil-
lions of Americans make the decision every year—and a large portion say that fi-
nancial cost weighs most heavily on their choice.
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e Increase use of Financial Aid Shopping Sheet: Many students and families
have complained about the lack of transparency in college pricing and financial
aid packages, which may lead them into higher debt levels than they anticipate.
The shopping sheet is a standardized method of communicating award packages
and allows comparing and contrasting of college financial aid offers.

o Improve Loan Counseling: Right now, loan counseling does not effectively
communicate critical borrowing and repayment options. Efforts to increase the
depth and comprehension of loan counseling can only help improve financial lit-
eracy among students.

Maintain Grant Aid: Pell grants are the cornerstone of the Federal financial aid
program, supporting more the 9 million students pursuing their college degree. To
meet workforce needs in years to come, we must maintain strong funding for the
Pell grant program.

Keep Debt Low and Repayment Manageable: Student debt levels are at record
highs, as is the default rate on student loans. High loan debt has serious economic
impacts on a graduate’s ability to move forward in life, whether purchasing a home,
starting a family, or continuing their education.

e Maintain Low Interest Rates on Student Loans: Unless Congress and the
President act decisively, the interest rate on new subsidized Stafford student
loans will double from 3.4 percent to 6.8 percent on July 1, 2013. That will drive
up loan costs by $1,000 per student, per loan, for over 7 million students.

e Strengthen Income-Based Repayment: IBR is an important safety net for
borrowers struggling to make their payments. Unfortunately, far too few dis-
tressed borrowers are participating. Right now, there are only approximately
1.1 million students enrolled in IBR, while 5.4 million borrowers are currently
late on their payments.

Thank you Chairman Harkin, Ranking Member Alexander, and other distin-
guished Senators for giving me this opportunity to speak about the student perspec-
tive on college affordability. My name is Ethan Senack, I am the Higher Education
associate with the U.S. Public Interest Research Group (U.S. PIRG). Thank you for
inviting me to speak. U.S. PIRG is a federation of State-based consumer protection
groups, which has 75 campus chapters in 20 States across the country. On behalf
of those student chapters, our project works to promote affordable and manageable
student loan policy, to increase grant aid, and to protect student consumers on cam-
pus.

Less than a year ago, I was a student at the University of Connecticut, so college
affordability is a very important and relevant topic to me.

As a member of our student PIRG chapter at UConn, I was part of the successful
effort to keep the interest rate low on the subsidized Stafford student loan program.
Thanks to the President and to Congress, in particular the Senators sitting here
now from both sides of the chamber, a bipartisan agreement was reached to tempo-
rarily extend the low rate. To help make the point, the student PIRGs hosted 27
student watch parties, garnered over 800 press hits across the country and gathered
600,000 petition signatures to Congress.

I care to organize around these issues because I just experienced and interacted
with a number of the programs that fall under the topic of this hearing. I appreciate
you giving me the opportunity to speak on behalf of students across the country and
share my thoughts on keeping college within reach for all Americans.

BACKGROUND

College costs are rising. The national recession has led to weak State economies,
which in turn have squeezed college budgets. As a student leader, I led other stu-
dents to the capitol in Connecticut to ask lawmakers to reprioritize higher edu-
cation. The issue wasn’t just the amount of money going to higher education; it was
that the proportion of the budget going to higher education had shrunk.

The same scenario is playing out across the country. States are spending 28 per-
cent less per student on higher education; 11 States have cut funding by more than
one-third per student, and two States have cut that spending per student in half.1
Whliile Sdtate investments in higher education have plunged, tuition costs have sky-
rocketed.

1Report, Recent Deep State Higher Education Cuts May Harm Students and the Economy For
Years To Come, Center for Budget and Policy Priorities, March 19, 2013.
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On top of that, student loan debt has grown enormously. On April 25, we’ll note
the first anniversary of when the country’s collective student loan debt hit $1 tril-
lion dollars.?

Thankfully, I graduated with less debt than the national average but considering
that %3 of my colleagues graduated with debt at an average $26,600,3 that accom-
plishment seems hollow.

For the millions of students like me that graduate with debt, the burden limits
opportunity. Whether it’s holding graduates back from building a family, buying a
home, starting a business, or even continuing their education, high loan debt has
serious impacts.

Beyond its impact on the individual, student loan debt is bad for the country as
a whole, contributing to the persistent economic stagnation we currently face. The
Federal Reserve Bank of New York recently identified high student loan debt as a
risk to economic growth.4

RECENT STEPS FORWARD

To make college affordable, we need strong investment in higher education. At the
Federal level, we have seen real progress. Specifically, the Pell grant program is the
Nation’s cornerstone student aid program, providing need-based, scholarship aid to
nearly 10 million students this year. In the big picture, the Pell grant program
should ensure that all students who are qualified to attend college can do so without
financial barriers. The Pell Grant supports nearly a third of all students attending
college each year.

It is absolutely critical that the Pell grant remain strong and fully funded—the
more students can rely on higher amounts of grant aid to pay for college, the less
they rely on student loans. In 2008, Federal lawmakers invested more than $40 bil-
lion in Pell grants, and put the maximum award on track to hit $5,975.5 The legisla-
tion also stabilized the program, which faced a severe budget shortfall due to the
larger number of students and workers qualifying for the award. In 2011, the pro-
gram was exempted from the automatic cuts that are being imposed as of March
of this year,® enabling students to rely on their grant for college during this time
of economic uncertainty. I'm sure the 3,500 students at UConn that rely on Pell
grants appreciate your efforts, as well as millions of students across the country.

And of course, last year’s extension of the low rate on subsidized Stafford loan
demonstrated a real commitment from Congress and the President to help students
manage their high cost loans.

But even with all of these improvements, we still have a major affordability prob-
lem. I will walk through a variety of suggestions on both the front end, when stu-
dents and families are shopping around for a college and signing on the dotted line,
and on the back end, when student borrowers enter into repayment.

IMPROVING POTENTIAL STUDENTS KNOWLEDGE AND UNDERSTANDING

One of the most complicated decisions for students and families to make is where
to go for college. Millions of Americans make the decision every year—and a large
portion say that financial cost weighs most heavily on their decision.?

Financial aid certainly played a major role in my decision to attend the University
of Connecticut. Never having had debt or initiated a major financial decision, I
found it hard to entirely understand the magnitude of choosing to attend a school
with tuition in the range of $40,000 or $50,000.

The unfortunate reality is that, like me, most students feel unprepared to inter-
pret the financial decisions they must make. Over 76 percent of students expressed
desire for increased training in personal finance before going to college.® Because
of this, we must continue to improve access and ease of understanding of financial

2News story, Student Loan Debt Exceeds One Trillion Dollars, National Public Radio, April
24, 2012.

3Report, Student Loan Debt Climbs to $26,600 For Class of 2011, Then Institute For College
Access and Success, October 18, 2012.

4 Minutes, Minutes of the Federal Open Market Committee, The Federal Reserve, March 19—
20, 2013.

5Issue brief, The Health Care and Reconciliation Act, The White House, 2009.

6 News story, Sequestration Presents Uncertain Outlook for Students, Researchers, Job-Seekers,
The Chronicle of Higher Education, March 1, 2013.

7Survey, The American Freshman: National Norms Fall 2010, Higher Education Research In-
stitute, January 2011.

8 Survey, New Survey by The Hartford Reveals Financial Education Gap, The Hartford Finan-
cial Services Group, Inc., February 2007.
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information. Fortunately for students and families, there are some notable efforts
underway already.

Financial Aid Shopping Sheet

Many students and families have complained about the lack of transparency in
college pricing and financial aid packages, which may lead them into higher debt
levels than they anticipate.

When I received my financial aid package, I was faced with the choice between
a private school offering enough financial aid to cover the full cost of attendance—
over $20,000 in grants and an additional $20,000 in loans—and a public school of-
fering enough grant aid and subsidized loans to cover the majority of costs but leav-
ing a small amount unfilled. The private school letter showed a “net cost” of $0, and
while the public school letter showed a “net cost” of a few thousand dollars. That
alone is misleading, because the private school would have left me with $80,000 in
debt, while I ended up graduating from the public school owing only $14,000.

Even more confusing is that schools calculate costs differently. Some include tui-
tion plus room and board. Other schools incorporate the cost of textbooks. Beyond
that, there are manifold costs that may or may not be accounted for in the school’s
assessment: transportation or parking, school supplies, etc. Without a detailed
breakdown or explanation, potential students and families may be slammed with
higher costs than expected down the road.

The U.S. Department of Education has developed and promoted a financial aid
shopping sheet. The Department campaign is a voluntary effort through which col-
leges present their financing information in consistent and easy to understand for-
mat.? Over 600 institutions have agreed to use the Department of Education’s tem-
plate in their letters this year 1>—creating a standardized way for students and fam-
ilies to compare and contrast different schools and aid awards. Last year, Senator
Franken introduced a bipartisan bill, the Understanding the True Cost of College
Act, which required all universities to conform their financial-aid award letters to
a standard shopping sheet format. The bill also includes valuable consumer testing
to improve the shopping sheet’s ability to present and communicate the data clearly
and effectively.11

Fortunately, I ended up making the right choice, but we need to make sure there
are strong systems in place to give guidance to all students and families.

Improving Loan Counseling

Senator Harkin recently introduced the Smarter Borrowing Act to improve stu-
dent loan counseling.!2 This is another positive step in building financial literacy
among students. The legislation strengthens and reforms the current mandatory en-
trance and exit loan counseling requirements for Federal student loans and notifies
students annually of their cumulative debt, including their remaining eligibility for
loans and grants. Efforts like this can only help students make the right education
finance decisions as they complete their education.

MAINTAINING GRANT AID

An enormous factor in deciding to attend college and where to go is how much
scholarship aid a student receives. For as much progress that we’ve made recently
to keep the Pell grant effective, the program’s impact is eroding slowly, which is bad
for college access. In 2011, as part of the Budget Control Act, Congress reached a
bipartisan commitment to maintain a maximum Pell grant of é5,550 for low-income
students and provided $17 billion in additional funding over 2 years for Pell
grants.!3 To maintain that maximum, Congress eliminated Pell grants for summer
learning, limited the length of time a student can receive a Pell grant, made it more
difficult for low-income students to automatically qualify for the maximum Pell
award and eliminated Pell eligibility for students without a high school degree who
demonstrate the “ability to benefit” from post-secondary education.'4 Over 140,000
students were squeezed out of the Pell grant program due to these cuts.1®

iol?ls)u((le Brief, Financial Aid Shopping Sheet, The U.S. Department of Education, 2012.
id.

11 Press Release, Senator Franken Introduces Bipartisan Bill To Help Families and Students
Understand the True Cost of College, Senator Al Franken, May 24, 2012.

12 Mikulski, Harkin Introduce Bill to Improve Loan Counseling.

13 Blog, Understand Why Federal Budgets Matter to Students, US News and World Report, 1/
18/12; brief, Debt Ceiling Law Provides $17 Billion for Pell, National Association of Student Fi-
nancial Aid Administrators, 8/3/11

14Tssue Brief, Don’t Double Our Rates, U.S. Public Interest Research Group, April 9. 2013.

15 Release, 143,000 Students Lose Their Pell Grant Next Year, U.S. Public Interest Research
Group, December 19, 2011.
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KEEPING DEBT LOW AND REPAYMENT MANAGEABLE

Once students are at the right college for the right price, the next concern is that
their student loans stay manageable and affordable in repayment. Two thirds of col-
lege students graduate with debt.16

Maintain Low Interest Rates on Student Loans

Unless Congress and the President act decisively, the interest rate on new sub-
sidized Stafford student loans will double from 3.4 percent to 6.8 percent on July
1, 2013.17 That will drive up loan costs by $1,000 per student, per loan, for over
7 million students.

I worked with students in Connecticut and all over America who couldn’t afford
to add to their debt burden. Students who stood up at press events, students who
visited their legislators—and we heard stories from all of them about the crushing
student debt our generation faces. The wave of outcry from students and the general
public that built around the July 1lst deadline shows that there is real consensus
about investment in higher education. In the end, Congress echoed that call and
passed a temporary extension of the 3.4 percent interest rate.

I recognize that we need comprehensive student loan reform, but students and
borrowers in repayment need more time to bring their case to Members of Congress.
Forums like this help us shed light on the problems and concerns from our perspec-
tive—and allow us to work together with lawmakers to develop good long-term pol-
icy. I hope you will continue your efforts to reach out to students and young people
on comprehensive reform as we move toward reauthorization of the Higher Edu-
cation Act.

That said, it is just as critical to prevent the subsidized Stafford interest rate from
doubling on students this July. If we are unable to develop a long-term solution that
benefits all student borrowers now, before July 1, then I urge Congress to extend
the low-interest rate for a short time, to give us the breathing room we need to work
out a student-friendly and comprehensive policy.

Strengthen Income-Based Repayment

Beyond interest rates, there are other methods of increasing affordability on the
back end.

Income Based Repayment (IBR) is another tool that could use improvement. IBR
is designed as a safety net to help borrowers in financial distress avoid the dangers
of student loan default. The program driving down their payments to a small per-
centage of what they earn.

The problem with IBR is that far too few distressed borrowers are participating.
Right now, there are only approximately 1.1 million students enrolled in IBR, while
5.4 million borrowers are currently late on their payments.18 Several of my former
classmates and peers have expressed their frustration with the enrollment process,
citing a complex process and lack of knowledge about the program details. Congress
should act to simplify the process and increase ease of transition into IBR, as well
as increasing the emphasis of such fallback programs during loan counseling.

IN CONCLUSION

All of these improvements will require a strong political will. But I'm confident
we can get there. I saw Congress and the President rise above political gridlock last
year to keep student loan rates affordable. And I'm seeing significant change at the
college level. Six hundred colleges have joined the movement to make costs and aid
transparent. At colleges across the country, students are gearing up to make their
voices heard once more as July 1 approaches.

I am excited to work with all of you as we undertake the daunting but achievable
goal of keeping college within reach for millions of American students and families.

The CHAIRMAN. Thank you very much, Mr. Senack.
Now we’ll move to Ms. Donelson.
Please proceed.

16Tssue Brief, Don’t Double Our Rates, U.S. Public Interest Research Group, April 9. 2013.

17 Tbid.

18 News story, Despite Student Debt Concern, Income-based Repayment Lags, Inside Higher
Ed, October 23, 2012.
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STATEMENT OF DERRICA DONELSON, STUDENT, LIPSCOMB
UNIVERSITY, NASHVILLE, TN

Ms. DONELSON. First, allow me to express my deepest apprecia-
tion to Chairman and Hon. Senator Tom Harkin and the Honorable
Senator Lamar Alexander from the great State of Tennessee for in-
viting me to testify in this meeting. There are few events in life
that are as important and as life-shaping as graduating from col-
lege. Thank you for the Federal financial aid that has been made
available to me and for the opportunity to achieve my dreams in
life. While the path to graduation has not been simple or easy, it
has been worth all the efforts.

Like you said, my name is Derrica Donelson and I am 23 years
old. I will graduate in August 2013 with a Bachelor of Business Ad-
ministration degree in accounting and a Master’s degree in ac-
counting from Lipscomb University. I graduated from Martin Lu-
ther King, Jr., Academic Magnet High School, and I am the first
of the past two generations to graduate with a master’s degree.

Upon graduating high school, I had numerous conversations with
my guidance counselor regarding future plans for college. She ad-
vised me to complete applications as early as possible. I submitted
my application for Tennessee State University, Middle Tennessee
State University, Austin Peay State University, and Trevecca Naz-
arene University. It was at a college fair held at my high school
where I first learned of Lipscomb University. After talking with
Lipscomb’s representatives, I made the decision to submit my ap-
plication.

At that time, I had no knowledge of what it would cost to attend,
but I knew that Lipscomb University was high on my list. Before
graduating high school, I had an idea of what I wanted my major
to be. It was my exposure to the accounting profession at the Ten-
nessee Society of Certified Public Accountants’ Accounting Acad-
emy that I learned of my real interest in accounting. Due to that
interest, I researched the colleges where I submitted my applica-
tion and narrowed my choices down to Middle Tennessee State
University and Lipscomb University.

When it came to making a decision on which school to attend, I
had to consider many factors. One factor I considered was the tui-
tion to attend each school. Lipscomb is a private school, and it was
significantly more expensive to attend. But I did not want cost to
be my deciding factor on which school to choose. It was extremely
important to me to consider things such as my culture, and it was
important to me to feel as if I belonged there.

I visited both schools, and both schools had great accounting pro-
grams. However, Lipscomb had a joint BBA and MAcc program
that allowed me to obtain my Master’s degree in 5 years. It was
also closer to home. Lipscomb became my first choice, but finances
could have created a problem.

The summer prior to attending Lipscomb, I filled out many appli-
cations for scholarships and grants. I did not know how I was going
to pay for school. During my first week at Lipscomb, one of the first
faculty and staff members that I met was Tiffany Summers. She
is the director of financial aid. It was that day when the concept
of paying for college finally hit me. Instantly, I broke out crying.



13

fMy Ilnother was a single parent, working two jobs to support our
amily.

After my break down, Tiffany was kind enough to sit down with
me and my mother to help us determine how I was going to pay
for college. She helped me understand how loans worked and the
benefits of scholarships. I have received such aid as the Tennessee
State grant, the Federal Pell grant, Federal Stafford subsidized
loans, and Federal Stafford unsubsidized loans. I also qualified for
parent PLUS loans.

I would like to thank Senator Alexander for his support of edu-
cation in the State of Tennessee. State grants from Tennessee have
provided me more funding than the Federal grants. After my fresh-
man year, I kept a part-time job throughout college, I was an offi-
cer of a student organization for 3 years, and I managed to main-
tain a grade point average above 3.0.

I do realize that I am going to have some debt after obtaining
my degree. However, I plan to use my education to excel in a ca-
reer of accounting. Although Lipscomb’s tuition was expensive, it
was still obtainable. When negotiating my salary for a job offer, I
was sure to include at least $300 a month for my loan payments.
I feel as if my education would not have been possible without the
financial aid that I received.

Looking back, I would not have changed my decision to attend
Lipscomb University, even with the debt I obtained. I would rec-
ommend to future college students to do their research on what re-
sources are available to them and make an informed decision. Once
that research is done, begin to utilize those resources. It is also im-
portant that the student talks to the financial aid office, file the
FAFSA early, have a good ACT score, and maintain a good grade
point average.

The help is out there. It just depends on how determined the stu-
dent is about receiving an education. In order for the committee to
improve college access and success for all students, I would suggest
starting at the high school level. Keeping the guidance counselors
informed on the resources that are out there will give the guidance
counselors the opportunity to pass that information on to the stu-
dents. An increase in the Pell grants would also help make college
more affordable for more students. Giving more opportunities to
students for loan forgiveness could help ease the burden of debt.

I would like to thank the committee for dedicating this time to
do their research and for including the student’s perspective in
their work.

[The prepared statement of Ms. Donelson follows:]

PREPARED STATEMENT OF DERRICA DONELSON
SUMMARY

My testimony will start off by first thanking the Senators for allowing me the op-
portunity to take part in this hearing.

I am going to give a brief overview about who I am and about my education. In
my senior year of high school, I filled out many applications to schools such as Ten-
nessee State University and Middle Tennessee State University. I also filled out an
application to Lipscomb University after attending a college fair. I had the idea that
I was going to major in accounting, but it wasn’t until after I attended the Ten-
nessee Society of Certified Public Accountants’ Accounting Academy when I became
absolutely sure that I wanted to major in accounting. After doing my research,
Lipscomb University became my first choice for college.
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Funding my college education was a problem for me, but I did not let that stop
me from attending the school of my choice. My mother and I went to the financial
aid’s office to see what could be done. My mother was always very supportive and
very active in the process of finding the funds to pay for college. The Director of
Financial Aid at Lipscomb University was very helpful in the whole process. She
was very informative and knowledgeable about what was available to the students.
She gave us information on State grants, Federal grants, Federal loans, and parent
plus loans.

I plan to make monthly payments to repay my loans. I have calculated an amount
in my budget to allocate to loans each month. I would suggest that students do the
research and talk to the Financial Aid office of their desired school to see what is
available to them.

First, allow me to express my deepest appreciation to Chairman and Honorable
Senator Tom Harkin and the Honorable Senator Lamar Alexander from the great
State of Tennessee for inviting me to testify in this meeting. There are few events
in life that are as important and as life shaping as graduating from college. Thank
you for the Federal financial aid that has been made available to me and for the
opportunity to achieve my dreams in life. While the path to graduation has not been
simple or easy, it has been worth all the efforts.

My name is Derrica Donelson. I am 23 years old. I was born and raised in Nash-
ville, TN. I will graduate in August 2013 from Lipscomb University with a Bachelor
of Business Administration degree in Accounting and a Master’s degree in Account-
ing. I was raised in a single parent home. I am the oldest of four children. I grad-
uated from Martin Luther King, Jr. Academic Magnet High School. I am the first
of the past two generations to graduate with a master’s degree.

Upon graduating from high school, I had numerous conversations with my guid-
ance counselor regarding future plans for college. She advised me to complete appli-
cations as early as possible. I submitted my application to Tennessee State Univer-
sity, Middle Tennessee State University, Austin Peay State University, and
Trevecca Nazarene University. It was at a college fair at my high school, when I
first learned of Lipscomb University. After talking with Lipscomb’s representatives,
I made the decision to submit my application. At that time, I had no knowledge of
fvhat it would cost to attend, but I knew that Lipscomb University was high on my
ist.

Before graduating high school, I had an idea of what I wanted my major to be.
It was my exposure to the accounting profession at the Tennessee Society of Cer-
tified Public Accountants’ Accounting Academy that I learned of my real interest in
accounting. Due to that interest, I researched the colleges where I submitted an ap-
plication, and narrowed my choices to Middle Tennessee State University and
Lipscomb University.

When it came to making a decision on which school to attend, I had to consider
many factors. One factor I considered was the tuition to attend each school.
Lipscomb is a private school, and it was significantly more expensive to attend. I
did not want cost to be the deciding factor of choosing one school over the other;
there were other factors that were extremely important to me, such as the overall
culture of the campus. It was important for me to feel as if I belonged there. I vis-
ited both schools, and both schools had great accounting programs. However,
Lipscomb had a joint BBA/MAcc program that allowed me to obtain a Master’s de-
gree in 5 years. It was also closer to home. Lipscomb became my first choice, but
finances could create a problem. The summer prior to attending Lipscomb, I filled
out many applications for scholarships and grants.

I did not know how I was going to pay for school. During my first week at
Lipscomb, one of the first faculty and staff members that I met was Tiffany Sum-
mers. She is the director of financial aid at Lipscomb University. It was that day
when the concept of paying for college finally hit me. Instantly, I started crying. My
mother was a single parent, working two jobs to support our family. After my break
down, Tiffany was kind enough to sit down with me and my mother to help us de-
termine how I was going to pay for college. She helped me understand how loans
worked and the benefits of scholarships. I have received aid such as the Tennessee
State grant, the Federal Pell grant, Federal Stafford subsidized loans, and Federal
Stafford unsubsidized loans. I also received parent-plus loans in order to fund my
college education. I would like to thank Senator Alexander for his support of edu-
cation in the State of Tennessee. State grants from Tennessee have provided me
more funding than the Federal grants.

After my freshman year, I kept a part-time job throughout college. I was an officer
of a student organization for 3 years. I managed to maintain a grade point average



15

above 3.0. As a graduate student, I have been interning at Regional Care Hospital
Partners. That position has allowed me to work full-time. Lipscomb’s MAcc program
gives me the opportunity to work a full-time job and attend class at night.

I do realize that I am going to have some debt after obtaining my degree. How-
ever, I plan to use the education that I have earned from Lipscomb to excel in a
career of accounting. Although Lipscomb’s tuition was expensive, it was still obtain-
able. I plan to make monthly payments to pay off my loans. When negotiating my
salary for a job offer, I was sure to include at least $300 a month for loan payments.
I feel as if my Lipscomb education would not have been possible without the finan-
cial aid that I received.

Looking back, I would not have changed my decision to attend Lipscomb Univer-
sity even with the debt I obtained. I would recommend to future college students
to do their research on what resources are available to them and make an informed
decision. Once that research is done, begin to utilize those resources. It is also im-
portant that the student talks to the financial aid office. It doesn’t hurt to ask them
questions. I would also suggest filing the FAFSA early. It was possible for me to
receive Federal and State grants, because I filed my FAFSA early. Having a good
ACT score and maintaining a good grade point average also helps. The help is out
there, it just depends on how serious the student is about receiving an education.

In order for the committee to improve college access and success for all students,
I would suggest starting at the high school level. Keeping the guidance counselors
well-informed on the resources that are out there, will give the guidance counselors
the opportunity to pass that information on to the students. An increase in the Pell
grants would help make college more affordable for more students. Also, giving more
opportunities to students for loan forgiveness could help ease the burden of debt.
I would like to thank the committee for dedicating this time to do their research
and for including the student’s perspective in their work.

The CHAIRMAN. Thank you very much, Ms. Donelson. Congratu-

lations on your success.
Dr. Goldrick-Rab. Welcome.

STATEMENT OF SARA GOLDRICK-RAB, Ph.D., ASSOCIATE PRO-
FESSOR OF EDUCATIONAL POLICY STUDIES AND SOCI-
OLOGY, UNIVERSITY OF WISCONSIN-MADISON, MADISON, WI

Ms. GOLDRICK-RAB. Good morning, Chairman Harkin, Senator
Alexander, and members of the committee. Thank you all for this
opportunity.

There’s never been a more important time to address the issue
of college affordability. College is now the main road to a stable,
secure life. And in this age of global knowledge markets, it is col-
lege-educated workers who will be the main driver of the U.S. pros-
perity. But the research evidence is clear. Most families and stu-
dents find the high cost of college attendance unbearable, and it is
affecting their choices about whether to attend college, where to at-
tend, and even whether or not to finish the degrees and certificates
they have started.

As access to college becomes more difficult, public frustration is
emerging and is spilling over toward other societal institutions and,
indeed, into the streets. Today’s Americans are experiencing an-
nual declines in family income, yet the net price of attending public
colleges and universities continues to rise by almost $500 per year.
That’s after taking aid into account.

In the early 1970s, the maximum Pell grant covered almost 80
percent of the cost of attending a public 4-year institution. Today,
it covers barely 30 percent. With so little help, even low-income
families are left with a bill of about $12,000 a year. For many, that
is the equivalent of up to 70 percent of their annual income. And
so it is not surprising that only about one in 10 find their way to
a college degree.
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It has not always been this way. The idea that students should
bear most of the cost of college comes from a time when college cost
much less, and powerful people thought markets were saviors. Stu-
dents today are just as responsible as ever and just as willing to
work for their education, but the task is plainly impossible. Cov-
ering $12,000 in unmet need requires a student to work at least
35 hours a week 52 weeks a year at Federal minimum wage. The
arrangement is untenable and compromises their chances of actu-
ally completing their degrees.

Congress got it right in 1972 when it affirmed the societal goal
of universal access to postsecondary education as a citizen’s right.
Understanding that low tuition supplemented by the Pell grant
was the most effective means of supporting access, it invested
heavily in that key program. But within a decade, before the start
of the 1980s, the needs of students and families fell by the wayside,
and our financial aid system has never recovered.

Acting on the theory that higher education would become more
equitable and efficient by operating on free market principles, pol-
icymakers began to reduce the availability of grant aid, increase
the availability of loans, in de facto, encouraging rising costs of at-
tendance we see today. This was a mistake. The decision to move
away from a low tuition approach to higher education, coupled with
a refusal to regulate how institutions set prices, has forced millions
of students into debt.

Loans are the new normal because of political choices, not be-
cause there are no alternatives. College today is what high school
was a century ago, and yet students are being required to both
work and borrow for it. The consequences are evident. I've spent
the last 5 years with a team of researchers on the ground in Wis-
consin documenting the results.

I'd like to tell you about Chloe, who I met when she first enrolled
in a Wisconsin 2-year technical college after finishing high school
in a small rural Wisconsin town of just 1,800 people. She wanted
to become a vet technician. Since she was the first person in her
family to even attempt college, they had no savings. So she got the
Pell, and she figured she was set. Not quite.

As a last ditch effort to ensure that she had enough resources for
her books, she sold her family’s horse, which she had raised on the
farm as a teenager. It broke her heart. She did not know what else
to do. But the horse was a short-term fix. A month later, she was
short of gas money, so she took a job at a fast food restaurant.
They couldn’t offer her enough hours, so she took a second job. She
went from one job to another, attending classes in between, getting
home at midnight, and getting up at 6 a.m.

Working left her too little time for studying, but she was afraid
of loans because she had seen credit card debt nearly destroy her
mother’s finances. She was exhausted, she was hungry, and she
was stressed. Six months later, I went back to check in on Chloe,
and college was done. She had dropped out. The two jobs plus
school routine had left her falling asleep in her classes, and she
earned a 1.9 GPA, ending up on academic probation and kicked out
of her program.

She was furious, she was confused, she was unsure whom to talk
to, and she failed. Several weeks later, a bank began calling. The
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student loan she had accepted during finals week when she was
trying to find another way to finish was now coming due. Unem-
ployed, in debt, and disillusioned, Chloe was dodging their calls.

Making it this hard to pursue a college degree is weakening our
country. We have to return to a demonstrably effective approach to
putting college within reach of all Americans by providing a mean-
ingful Pell grant targeted to the neediest families, distributed early
enough so that they know about it to get ready for college, and
stripped of all unnecessary requirements. It should be matched by
a very difficult but very necessary effort to drive down college cost
by ending the ineffective tax credits flowing to wealthy families,
stemming the tide of indebtedness by capping the interest rate on
student loans, and using incentives to push States and institutions
to return to a focus on providing high quality postsecondary edu-
cation, not glorified summer camps, that are accessible to all Amer-
icans.

My written testimony contains recommendations aimed at ac-
complishing these goals.

My grandfather is here today with me because he is a great ex-
ample of what happens when Congress acts on behalf of all stu-
dents. The GI bill made it possible for him to graduate from NYU
in 1950, the first person in his family to earn a college degree. He
went on to graduate and postgraduate education and is still prac-
ticing as a psychoanalyst doing the work he loves, alongside my
grandmother, a writer. He is, for me, a constant reminder of the
wonderful lives that Congress has helped the hardworking people
of this Nation lead by supporting their educational dreams.

I know we can do better right now for students like Chloe and
the millions like her. Help us find a way back to the original goals
and intentions of financial aid, and we will all benefit.

Thank you.

[The prepared statement of Ms. Goldrick-Rab follows:]

PREPARED STATEMENT OF SARA GOLDRICK-RAB, PH.D.
SUMMARY

Federal financial aid aims to help Americans achieve their fullest potential not
only by opening the doors to college, but also by providing them with the financial
support necessary to complete their studies. But students and families are resound-
ingly clear—as a nation we are not meeting this goal.

Research indicates that a lack of affordability frequently affects educational
choices, and discourages the most talented students from low-income families from
even applying to great colleges and universities that match their abilities. Much of
Federal financial aid, including the Pell grant and tax credits, arrives too late,
comes with requirements that reduce its effectiveness, and makes a commitment to
students that is too small and insufficiently matched by efforts from States and
higher education institutions. Just as troubling, consumer confidence in the finan-
cial aid system is low. It is difficult to count on these resources when they are con-
stantly threatened and ever changing; they give the appearance of a Congress un-
sure of what it is trying to accomplish. Most disturbing, student debt has become
the new normal, and threatens to reshape our national future the way several world
wars changed the lives of prior generations.

The most effective public policies are sensible and dependable workhorses aimed
at doing one job and doing it well. Congress can turn the Pell grant into that pro-
gram by restoring its purchasing power and focusing it on the most needy students.
An early commitment to the Pell grant, provided to the Nation’s poorest eighth
graders, could jump start their academic and financial planning and produce signifi-
cant gains. Taking steps to ensure that States and institutions do their part to
match the Federal commitment to affordability will bring additional resources to the
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table for the students who most need them. Eliminating several unnecessary com-
plexities in the eligibility and awarding process will help students retain their aid,
increasing their chances of finishing what they start.

It is equally important that the student loan program not be used as a piggy bank
to finance other aid. We all reap the benefits of a democratic nation full of talented,
college-educated neighbors and friends; we must all therefore bear the collective re-
sponsibility of properly funding it. Congress and the States need to reverse the un-
conscionable trend of pushing people to take on levels of debt they are uncomfort-
able with, simply because they wish to become better educated. Income-based repay-
ment is a safety net. It should not be used as an excuse for bigger, more expensive
student loans.

Students are already doing all they can. The evidence is clear: Americans are not
afraid to work for what they need, and undergraduates are no exception. But ensur-
ing that financial aid succeeds in promoting educational success means that Con-
gress has to act to get low- and middle-income students the grant aid they deserve,
providing them with a fair shot at reaching the college finish line.

Chairman Harkin, Senator Alexander, members of the committee, I am honored
to testify before you.

SUMMARY

The goal of Federal financial aid is to help Americans achieve their fullest poten-
tial not only by opening the doors to college, but also by providing them with the
financial support necessary to complete their studies. Students and families are re-
soundingly clear—as a nation we are not meeting this goal. Research indicates that
a lack of college affordability is frequently affecting educational decisions, and dis-
couraging the most talented students from low-income families from even applying
to great colleges and universities that match their abilities. Much of Federal finan-
cial aid, including the Pell grant and tax credits, arrives too late, comes with re-
quirements that reduce its effectiveness, and makes a commitment to students that
is too small and insufficiently matched by efforts from States and higher education
institutions. Just as troubling, consumer confidence in the financial aid system is
low. It is difficult to count on these resources when they are constantly threatened
and ever changing; they give the appearance of a Congress unsure of what it is try-
ing to accomplish. Your leadership is required to marshal and triage all available
resources, direct them to where they can be most effective, and build a financial aid
system that is worthy of our great Nation.

STUDENTS AND FAMILIES AGREE: COLLEGE IS UNAFFORDABLE

Many higher education analysts put the concept of affordability in quotation
marks. While they note that while the official definition is the costs paid today rel-
ative to the lifetime benefits, and on average benefits continue to outweigh the
costs, perceptions of affordability vary widely.! Despite decades of investment in fi-
nancial aid and numerous efforts to provide tools such as net price calculators, all
indications are that now more than ever, families feel college is essential and at the
same time unaffordable. Their feelings are understandable, given that nearly all
Americans are experiencing annual declines in family income (see Figure 1), while
the net price of attending public colleges and universities continues to rise by almost
$500 per year.2

1Baum, Sandy and Saul Schwartz, 2012. “Is College Affordable? In Search of a Meaningful
Definition.” Washington, DC: Institute for Higher Education Policy.

2Net price is the difference between the institutional cost of attendance (the sticker prices)
and all grant aid awarded; it is the amount of money the student will actual pay to attend
school. Author’s calculations based on The College Board, Trends in College Pricing: 2012 report.
According to Table 7, annual growth in the net tuition, fees, room and board at public 4-year
institutions between 2009-10 and 2012-13 was $493.
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Figure 1.

Average Annual Change in Mean Family Income, 1950-2010,
by Quintile and for the Top 5 Percent
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The Power of the Pell Grant is Diminishing

In theory, our system of financial aid is supposed to ensure that students whose
decisions are most affected by tight family finances receive the most aid. In the past
several decades, we have moved further and further away from this approach. The
leading need-based aid program, the Pell grant, has failed to withstand the tests
of time and changing demographics. In the early 1970s, the maximum Pell grant
covered almost 80 percent of the costs of attending a public 4-year institution, and
today that has eroded to barely 30 percent. The result is that even after taking all
grant aid and tax credits into account, families have to find some way to pay more
than $12,000 a year.3 For a family in the bottom quintile of the income distribution,
that amounts to more than 70 percent of their annual income.4

One reason we are in this situation is that when faced with some hard choices,
most States quietly opted to shift the costs of funding their public colleges and uni-
versities onto the backs of students and families. In doing so, they contributed to
the erosion of the Pell by withdrawing their efforts to keep costs down.5 Rather than
openly debating the tradeoffs between investing in colleges or prisons or healthcare,
legislators simply cut appropriations and then attacked higher education institu-
tions for responding with easily anticipated tuition hikes. In many States, the con-
stituency of college graduates remains relatively small, and those most affected—
children with great ambitions and displaced workers returning to get the training
they need for economic stability—voice little resistance as the buck is passed to
them. It is Congress that must act on their behalf, bringing States back to the table
and ensuring that they do their part.

Students are already doing all they can. Americans are not afraid to work for
what they need, and undergraduates are no exception. The problem is that today,
it is no longer possible to cover all of the costs of college while working part-time.
Covering those remaining costs at a public university would require a student to
work at least 35 hours a week, 52 weeks a year at the Federal minimum wage. The
work penalty contained in the Federal needs analysis means that those earnings
would quickly diminish her access to aid, causing her to work even more. Such ex-

3Ibid.

4The median income in the bottom 20 percent is around $17,000.

5Weerts, D., Sanford, T., Reinert, L. 2012. College Funding in Context: Understanding the Dif-
ference in Higher Education Appropriations Across the States. Demos.
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tensive work hours would almost certainly compromise her chances of completing
college, particularly in a timely fashion, rendering all of that effort far less meaning-
ful.6 This makes the relative size of grants like the Pell more important than ever.
But unfortunately, the trend has been away from grants and toward loans, a subtle
move that has shifted societal responsibilities onto the backs of individuals.

Student Loans Are Too Often Required, Not Optional

When originally conceived, student loans were intended to facilitate choices. That
is no longer the case—most students are left with no viable way to afford college
without taking on debt. The result is a forced choice that pits students against their
schools, with educators arguing that “debt is good” while students wish to at least
have a genuine choice in the matter. Now that unmet need at public universities
has reached $12,000 a year, current students are now faced with prospective debt
of upwards of $48,000, and that is if they finish in 4 years. Or, they could both work
and borrow, a scenario that was quite uncommon when their parents went to col-
lege, but now seems inevitable. Again, if they have to work too much, they are much
less likely to complete and in turn are left with substantial debt and no degree.”

Under these constraints, the Pell grant has become a gateway to student loans.
Student debt is the new normal, and threatens to reshape our national future the
way several world wars changed the lives of prior generations. Today, 40 percent
of households headed by an adult under the age of 35 hold educational debt.® When
considering whether that is acceptable, it is important to note that it is far from
the “manageable” rate of 8 percent of income—students with degrees owe as much
as 24 percent of their take-home pay to the Federal Government. Many former stu-
dents who left unable to complete their degrees owe even more.? Over the long haul,
this points to a serious need to plan for a new era in which debt is done away with,
and we should take initial steps to begin now.10

AFFORDABILITY AFFECTS EDUCATIONAL DECISIONS

Both common sense and research evidence tell us that when students feel that
college is unaffordable it has real consequences for their educational decisions.!!
The students for whom the current financing system is working—those at the top
of the income distribution—have increased their rates of bachelor’s degree comple-
tion by 50 percent over the last 40 years. That is the only group of students with
a greater than 1 in 2 chance of completing a bachelor’s degree. The odds range from
9 to 30 percent for everyone else.12 While this is partly because of the tight relation-
ship between family income and academic preparation, the k—12 experience alone
does not explain why origins determine destinations so clearly. Recent randomized
experiments indicate that the current system needlessly leaves even the most tal-
ented poor kids far, far behind in a multitude of ways. In addition to failing to meet
their need with aid and pushing them into debt, government and educational insti-

6 Perna, L.W.: Understanding the working college student: New research and its implications
for policy and practice. Stylus Publishing. Stylus Publishing, LLC. 2010.

7Fry, Richard. 2012. “A Record One-in-Five Households Now Owe Student Loan Debt.” Wash-
ington, DC: Pew Social & Demographic Trends; Goldrick-Rab, Sara, Douglas N. Harris, and
Philip A. Trostel. 2009. “How and Why Financial Aid Does (or Doesn’t) Matter for College Suc-
Z%ss.” In Higher Education: Handbook of Theory and Research (Vol. 2